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COST AND MANAGEMENT 


Insurance 


By B. A. DUGAL 
Superintendent of Insurance and Inspector of Trust Companies, 
Province of Quebec. 


(Before Montreal Chapter, February 24, 1933) 


HE facility or difficulty facing a lecturer in delivering an address 
Ti: a language foreign to him depends a good deal on two things— 

first, the knowledge his teacher had of that language—and, second 
the methods used in teaching it to him. In my case I learned English 
in school from 1880 to 1890. My teacher could read and translate 
English fairly well, but his tongue was not trained to pronounce it 
properly, nor his ear to understand it. The result was that I became 
like him and when destiny sent me to a country where the big majority 
of the population was English speaking it took me just a few hours 
to decide that in order to earn a living there I must learn the language. 
The country was Ottawa and it was in the year 1891. I took advice 
from a translator of the House of Commons. He very gracefully 
took charge of my education and the means he took were very, very 
pleasant to me. He introduced me to a few young and very pretty 
English-speaking girls and you have no idea of the progress I made 
inside of six months with those teachers. At the end of that time 
the old translator who had been following me said, “Boy, you have 
become an expert in love making in English, but that kind of English 
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is of no use to you in business.” So, he changed my professors and 
for another six months I worked at night in a store, where only com- 
mercial English was spoken. 

It was most unfortunate for me that the Basic English of L. H. 
Robbins of our day with its only 850 words and 18 verbs was not 
invented at that time, but, nevertheless, I know enough English to 
avoid making some of the mistakes I read of. The following one 
was made by a French-speaking man when speaking English. He 
was delivering daily lectures in a University to a class of young 
girls. At that time it was fashionable for girls to wear “smocks” 
everywhere except on the street. He did not like “smocks” and he 
asked the young girls to be kind enough, when coming to the lectures, 
to leave off those “step-ins”. There is also the mistake made by 
a well known French business man of Montreal of twenty years ago, 
who, when complimenting the wife of an important English politician 
could not understand why she was shocked and insulted at his remark: 
“I do not understand you—when I told you that your husband was a 
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great public man, you smiled—and when I tell you that you are a 
great public woman, you get insulted.” 


Insurance Jurisdiction 


This vital question to the three largest and most important 
provinces of Canada—British Columbia, Ontario and Quebec—is 
understood by only a small proportion of our population. It is mis- 
understood by a large majority of our people and of the insurance 
fraternity. I shall try to explain the situation by giving you first 
its past history. 

Let us take the book “Pope’s Confederation Documents,” pub- 
lished in 1895 by Carswell. On page (22) we find a proposition made 
by Sir John A. Macdonald, which enumerates the 32 items which were 
to be of the competence of the future central government—jurisdiction 
in insurance is not included in that list. Then, at the very beginning 
of the proceedings of the conference it was not intended to remove 
that jurisdiction from the provinces. On pages (43) to (45) inclusive, 
we find the 37 items finally accepted by the conference to be of the 
competence of the future central government—Jurisdiction in insur- 
ance is not included in that list. There cannot be a better proof 
that the wish of the Fathers of Confederation was to leave that 
jurisdiction to the provinces, as in the past. 

There are some who pretend that even if the Fathers of Con- 
federation forgot to include same in the items given to the central 
government, it was their intention to do so. This is erroneous and 
I shall prove that they studied the question and decided to leave it 
to the provinces. On page (30) of the book we see the following 
motion which was proposed by Sir Oliver Mowatt: 

“Tt shall be competent for the General Legislature to pass 
laws respecting: (1) Indians, (2) Ferries, (3) Regulation and 
incorporation of Fire and Life Insurance Companies, (4) Savings 
Banks.” 

On page (88) we see that on October 25th, 1864, the conference 
adopted resolutions previously proposed, and made the following 
amendment to Sir Oliver Mowatt’s proposition: 

“It was agreed to strike out of item (1) of the resolution 
moved by the Hon. Mr. Mowatt, the words: (3) for the regulation 
and incorporation of Fire and Life Insurance Companies.” 

It could not be clearer and more explicit and it is the first proof 
that jurisdiction in insurance is provincial and not federal. The 
second proof is that in the British North America Act there is no 
mention whatsoever that it is federal. Consequently, it remained 
Provincial after confederation just as it was before it. 

During the last fifteen years the Privy Council of England had 
to issue a judgment three times on this jurisdiction, and every time— 
the last one being in October, 1931—it declared that it was of the 
competence of the provincial legislature and not of the federal one. 

A Dominion-Provincial conference took place in Ottawa during 
January last. The newspapers published what took place concerning 
insurance jurisdiction, so I shall not be indiscreet in saying that the 
provinces were asked to consent to amendments being made to the 
British North America Act, so that Ottawa could retain the insurance 
jurisdiction it has monopolized in an illegal and unconstitutional 
way. Is not this proposition the best confession that it really belongs 
to the provinces? 

The three prairie provinces and the three maritime provinces 
were willing to hand over their powers on the jurisdiction to Ottawa. 
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The three associated provinces of British Columbia, Ontario and Que- 
bee were not. The stand taken by each group of provinces can be 
explained as follows: The three maritime provinces never had an 
insurance department, nor a superintendent of insurance. Ottawa 
has done their work since Confederation and they are not anxious 
to make a change. Besides, if we class them with the three prairie 
provinces, we find that the six provinces have only 10% of the 
Canadian chief offices of the insurance companies, while British Colum- 
bia, Ontario and Quebec have 90% of them—these provinces compose 
85% of the total population of Canada and they give to the central 
government each year 80% of its total revenue. 

Before ending this question of jurisdiction, I wish to call your 
attention to some unknown actual facts, which should be kept in mind 
by insurance companies not incorporated in virtue of Quebec statutes, 
but empowered to transact business in the Province in virtue of Quebec 
statutes. When first applying for a license and subsequently each 
year applying for renewal of same, they have accepted, under their 
signatures, the laws of Quebec as being the only ones having juris- 
diction over insurance for their business transacted in Quebec. They 
are too often inclined to believe that the insurance laws of their 
respective countries or the ones of other authorities in Canada out- 
side of Quebec, apply—especially in this case of insurance jurisdiction. 
They are under a false and erroneous impression. 

Exclusive of some 300 insurance companies of all kinds trans- 
acting business under incorporation granted by Quebec, there are 
3865 companies incorporated by authorities foreign to the Province 
of Quebec, which may be classed as follows:— 


Incorporated by the British Mimpire ............ccsccescscccceve 74 
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157 

. * ENO TWNIOG OATS (BE a 5.0:.0:0:0:0:0:6:0i5, 3:6) epaieeaier es 208 

365 


An old French proverb says: “Charbounnier est maitre chez 
soi.” This is a good maxim to keep in mind—the Province of Quebec 
never interfered with laws foreign to hers and she now expects this 
to be recognized and a likewise reciprsea! action from outsiders. 


Valuation of Securities 

Up to a little over a year ago the Canadian and American laws 
forced insurance and other companies to value all kinds of securities 
they held at the closing of their financial year: (a) at cost price, 
(b) at amortized value, (c) but in any case at a value not exceeding 
stock exchange prices as at December 31st. 

You are familiar with what happened on stock exchanges during 
the last two years and you are conversant with defaulters as to 
capital or interest on bonds. It is unnecessary to say any more 
about it. 

The effect of the present economic crisis and the general de- 
pression period has convinced even the most obstinate pessimists or 
optimists that finance and insurance are not national, not even in- 
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ternational, but a world-wide business, which is affected in the far 
west by events in the far east, and vice-versa. No two countries in 
the world understand that better than the United States and Canada, 
as far as insurance business is concerned, with the result that 
American and Canadian Commissioners and Superintendents of In- 
surance have joint meetings three times a year—and oftener if 
necessary. Their problems are the same and they can be best solved 
by joint cooperation. 

Two committees on valuation of securities were formed—one 
American and one Canadian. The two together form the international 
committee on valuation of securities of North America. The Inter- 
national Committee met twice during the last four months—in October 
in Dallas and Galveston, Texas, and in December in New York. Mr. 
R. Leighton Foster, the distinguished Superintendent of Insurance 
of Ontario, and myself form the Canadian Committee. At both meet- 
ings the idea of finding a new permanent plan of valuation was 
studied. We had the best financial minds of the United States and 
Canada as financial advisers. Several plans were submitted, but the 
time at our disposal was too short to study them and adopt one to 
apply to the December 31st, 1932 statements. It was postponed until 
the end of the current year. It is my intention, however, to advocate 
at the meetings of the Committee this year the abandonment of the 
system used in the past, which decreed that stock market prices at 
a certain date were the real prices at which securities held by com- 
panies were to be valued. Close study of the range of markets 
through times of prosperity and depression alike up to almost the 
end of 1932 proves that they do not determine the real value of 
securities. 


The financial advisers of the Committee were asked to make a 
similar study for fourteen years back—or to the year 1918—and I 
shall now quote from their report. “As an evidence of the tremendous 
scope of the analysis studied, let me say, that stock market price 
indexes had to be established, and that the index at the beginning 
of 1928 covered stocks of 395 corporations, having 569,604,000 shares 
outstanding, at a stock market valuation of $45,514,000,000. It repre- 
sented more than 90% of the total market value of all stocks listed 
on the exchange. The indexes examined were weighted by the num- 
ber of shares of each stock outstanding and corrected to the value 
of rights, stock dividends, changes in par value and consolidations. 
The study embraced the weekly closing prices of 421 stocks, indus- 
trials, rails and utilities, for which the weekly closing market prices 
were averaged and adjusted as above from January, 1918 to Septem- 
ber, 1932, inclusive.” 


It would take too long and would be too boresome to you to state 
here the mass of figures and remarks made by the financial advisers 
in the report of their study. I shall only say that as an example of 
the exactitude and accuracy of the work, the average value for the 
month of June, 1931, was 95.1 as compared with the arithmetic mean 
average of the 14% year period represented by the analysis of 94.17. 
The lowest monthly index of the period studied was that of June, 
1932, where the average reached the low point of 34%, while the 
highest point reached was for the month of September, 1929, where 
the average reached the high point of 225.2. The indices for the 
last week in June, 1981 and the first week in July, 1931 were 103.2 
and 103.5 respectively. This is indicative of the approximate average 
value allowed by the National Convention of Insurance Commissioners 
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for the valuation of securities for statements as of the close of 1931. 
This compares with an average index for the thirteen quarters ending 
September, 1932, of 110.2 and with the average index for the closing 
weeks of 1928 to 1931 inclusive with the addition of the closing week 
of September, 1932, of 109.8. 


While it is obvious that values adopted for annual statements 
should represent a fair range of market values over a reasonable 
period not too remote, it is likewise obvious from the indices and 
average values examined that the use of five dates three months apart 
does not afford a sufficient spread to indicate or measure a normal, 
fair market value of security holdings, and that a broader average 
is desirable. It would therefore be preferable in determining the 
average values to be employed for the determination of security 
values as of December 31, 1932, to add to the five quarters employed 
in 1931 the four quarters immediately preceding those used for last 
year’s calculation. This average, however, produces on index slightly 
in excess of that approved for last year. 


The values last approved by the National Convention of Insurance 
Commissioners, while approximately 6% below the average values for 
the last thirteen quarters ending September 30, 1932, and the same 
percentage below the average values of December 31, 1928 to 1931 
inclusive and September 30, 1932, are nevertheless approximately the 
average of the values for the ten periods represented by December 
81, 1922 to December 31, 1931, inclusive. Under the circumstances 
it would appear that a continuation of the security values last 
adopted by the National Convention of Insurance Commissioners 
is amply justified, although somewhat less than that indicated by 
the indices for the thirteen quarterly periods beginning three years 
prior to September 30th, 1932, and ending on September 30, 1932. 
Notwithstanding the fact that the average stock indices for the 
month of September, 1932, were higher than for the month of Decem- 
ber, 1931, it would not appear advisable at this time to advance the 
Convention values allowed as of December 31, 1931. 

In regard to stocks in receivership and bonds in default, it is 
a well known fact that upon the occurrence of either of these con- 
tingencies market quotations drop to a point that reflects in ag- 
gravated degree the sensitiveness of the investing public toward dan- 
ger signals of this character. Beyond a doubt, however, most of the 
receiverships and bond defaults are the result of lack of liquidity 
rather than the lack of substantial security underlying the stocks 
and bonds. It would appear therefore that while an arbitrary re- 
duction in the previous Convention value of such securities is in order, 
the use of stock market quotations of a particular day is as unjust 
in the treatment of such investments as it has been generally recog- 
nized to be in regard to other securities. The financial adviser to 
the National Convention of Insurance Commissioners should there- 
fore be instructed to value such stocks and bonds at an amount 
represented by the previous Convention value of such securities, re- 
duced by the amount of one-third of the difference between that 
value and the market quotations of September 30, 1932, except in 
such instances where evidence available clearly indicates that the 
equities underlying the security have been heavily depleted or have 
disappeared to such an extent that in the judgment of the adviser 
a different and lower value should be established, in which event 
the adviser shall have such discretion as is necessary to establish 
such valuation. 
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Permanent Plan For Valuation Of Securities 


From a study of stock market trends it is obvious that not 
only are market quotations an unsatisfactory measurement of security 
values in times of depression, but they are likewise a decidedly un- 
stable and unreliable index of their value during periods of boom 
and inflation. It must be obvious to any observer that a portfolio 
of stocks cannot increase in real value more than 100% of the value 
over a period of two and one-half years, as indicated by the stock 
market values of March, 1927 and September, 1929. From the high 
point of September, 1929 the stock market quotations showed a de- 
cline of 75% in the value over a like period of two and one-half years. 
The absurdity of attempting to maintain company solvency on the 
basis of such violent market fluctuations must be readily apparent. 

The insurance business is one which has its very foundation in 
the permanency of its financial structure. It must not be permitted 
to be deluded by inflated prices or to be destroyed by deflated prices. 
An opportune time for the National Convention of Insurance Com- 
missioners to embark upon a permanent program of valuation is the 
present, for if this action is postponed until a time when the upward 
progress of stock values is again under way, as is apparently in- 
evitable, resistance will be met in many quarters. 

A simple formula for modifying the influences of inflation and 
deflation and making permanent the principle of average values 
and the range of the market, is as follows: 

For each year hereafter in the establishment of the value of 
securities for anuual statement purposes by the National Convention 
of Insurance Commissioners, there shall be taken the preceding Con- 
vention value of stocks and there shall be added to that value 10% 
of the excess of the market quotation of the statement date, or there 
shall be deducted 10% of the difference between such previous Con- 
vention value and the stock market quotation as of the statement date. 

Under such a plan, applied to the period starting January 1, 1918, 
and ending September 30, 1932, a maximum range between the lowest 
and the highest points of valuation showed the highest to be only 
1.6 times the lowest, whereas on the basis of market quotations the 
highest is 7 times the lowest. 

The graphic chart, copies of which were distributed to you to- 
night, shows a comparison of values on the basis of market quotations 
with those which would be arrived at by the plan of depreciation 
and appreciation, starting with the base of market quotations at the 
beginning of 1918. The upper curve line shows the stock market 
index prices at which companies were allowed to appreciate their 
securities during those fourteen years. The lower curve line shows 
the Convention index price at which they would have been valued 
had the new plan of Convention values been in force during the same 
period of years. It shows quite obviously that stock market prices 
were not the proper real values as a basis for valuation neither in 
times of inflation nor of depression. Notice the difference between 
the peak of stock market prices of 1928 and the Convention values 
in time of inflation which is 87.8, and in times of depression in 1932, 
which is 30.2. Notice also the space covered between the two curve 
lines, which represents the appreciated paper profit or statement 
surplus, or unrealized and unliquidated profits, which companies 
could have used—many of them having done so—to pay dividends to 
stockholders or policyholders. 
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Personally, I am convinced that we must abandon stock market 
prices as a basis for valuation. They are not, never have been and 
never will be a true barometer of values for securities when a security 
is quoted one day at 100 and the following day at 70—or vice versa— 
through the doings of a dozen or more bearish or bullish manipulators. 
They do not represent the prices at which a willing buyer, not obliged 
to buy, will pay, nor the ones at which a willing seller, not obliged 
to sell, will sell. Besides, the value of a security can only be estab- 
lished by a thorough analysis of the balance sheet of the institution 
which issued it, and also taking into consideration how the general 
investing public welcomes this security on the market. And let me 
tell you, gentlemen, that securities so affected and held by insurance 
companies in North America—either in trust for their shareholders 
or policyholders—amount to over $20,000,000,000, every dollar of 
which being hard-earned savings of the Public. It also equals over 
40% of the total reserve of gold and silver of the world, which 
answers for the $490,000,000,000 interest paying debts of the world. 


Insurance Cost 

The cost of insurance is not in any way different to any other 
cost of commodities or necessities of life except that instead of offer- 
ing to the public a finished and known article that can be seen and 
examined—its necessity, use and value studied, weighed and decided— 
and this at a given price, it promises the payment of an indemnity 
through an elaborated contract, on the occurrence of a certain event 
which is clearly defined in the contract, if it happens during the 
duration of the contract. The indemnity is an unknown factor, but 
the maximum is determined. The date of the happening of the event 
is unknown—most of the time it does not happen at all. Insurance 
companies, therefore, must fall back on the law of average to establish 
their rates of premiums, and on what we call their past experience, 
which has been compiled and computed for a period of fifty years 
or more in our country. 

There are numerous systems under which the insurance business 
is transacted—pros and cons on almost every system have been and 
are being continually discussed and debated, but I am still unaware 
that a common ground of understanding has been reached. During 
the past five years the general tendency of public opinion has been 
to agree that insurance business is a mutual business, that the 
policyholders are the mutualists, that they pay for the whole cost— 
plus profits or deficits—and that the companies are only so many 
trustees or managers empowered to act as such by laws regulating 
the business and which entitles them to a fair and reasonable re- 
muneration for their work and investments. 

Lord Shaughnessy of the C. P. Ry. said to his personal friend of 
the Quebec Central Railway, Mr. Grundy, that the Quebec Central 
Railway lines were not as long as the ones of the C.P.R. Mr. Grundy 
answered that it was a fact, but that they were just as wide. This 
question of cost of general insurance is also long and wide—it has 
been too long neglected except by a few hundred people immediately 
connected with same, either as insurers or insureds. I know of no 
better almost unexplored field, having greater opportunities for you 
public and cost accountants, to investigate and exercise your activities, 
backed up by the modern, immensely developed, indispensable science 
of actuarial and cost accounting. There is no technocracy in the 
insurance business—that is no over-development and over-production 
by means of an over-developed superscience, at the cost of the com- 
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plete destruction of one of the essential fundamentals of the insurance 
business structure and fabric, and if there were we would not allow 
it to exist. Nevertheless, there was certainly too much high pressure, 
super-salesmanship methods employed—much to the detriment of 
constant, solid, sure plugging salesmanship, which procures persistent 
business, while the other one procures only high and low peak busi- 
ness, in quick succession, with terrific effect on the cost of the business. 
There is no end, however, to the improvements which could be applied 
to cost through a no axe to grind method—by discarding antedeluvian 
systems and principles and replacing them by other ones more suited 
to present “us, contumes”, or demand; by preventing duplication or 
triplication of study, work and compilation of facts, events and 
statistics, by means of as many different groups—by adopting only 
one system and the best one, working on only one set of rules, by 
only one central bureau of research, which could, and would arrive 
at much better and more accurate results at about one-third of the 
present cost. 

It is impossible for me to elaborate to you all I would like to 
re insurance cost—it would take a whole day. I only want to bring 
it before your mind and I shall be satisfied if I succeed only to the 
extent of 20% of my expectations, so I shall curtail myself to the 
main high lights of the subject. 


Life Insurance Cost 

In life insurance, one of the main principles and fundamentals 
which must always be kept in mind when explaining or discussing 
the cost, is, not only to avoid misleading explanation, but to avoid 
at all cost, incomplete information or representation. It stands to 
reason because it is erroneous to say that so and so has bought life 
insurance—in fact he invests his hard earned savings in life insurance. 
Every year the Canadian people invest hundreds of millions of dollars 
of their savings in it. 

I am of the opinion that a certain official of a life insurance 
company gave incomplete information and comparison concerning 
the cost of insurance some time ago, if the newspaper that quoted 
his words did so correctly. He was speaking of provincial taxation 
on insurance companies and insurance premiums as one of the factors 
which must be reckoned with in establishing insurance cost. This 
is true. He said that this indirect tax had to be saddled on the backs 
of policyholders, which is quite correct. But are we not saddled 
with indirect taxation in many other ways? It cannot be helped—I, 
for one, know that I am loaded every year with about 20% of indirect 
taxation from other sources. I know that I shall be loaded this year 
with another $17.00 per capita for my share of the deficit of the 
Canadian National Railway, pension to war veterans, and other deficits, 
having three dependents in my family which means $51.00. But I 
cannot help it unless I leave the country and I do not intend to do that. 

I shall quote the official:— 

“The cost of government has grown out of all proportion to 
population or income, and has been, and is, a serious handicap to 
business. Our governments have been hard-pressed to raise the 
necessary funds for their heavy expenditures, and certain forms of 
taxation have been introduced or increased which are manifestly unfair 
and inequitable. I deem it my duty to again protest against the 
unjust burden placed upon life insurance policyholders in the form 
of the premium tax imposed by the provincial authorities. They 
are necessarily included in the cost of insurance and are directly 
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reflected in increased premiums or reduced dividends on their policies. 
Nevertheless, I believe that it is essential that strong opposition 
should be made to this particular form of indirect taxation, as it 
strikes at the thrifty, honest citizen who is endeavouring to provide 
for the support of his dependents in order that the state may provide 
funds for those who are either too careless or too incompetent to 
take care of their own, etc., etc.—” 

I am not empowered to answer this criticism on behalf of the 
provincial legislatures—not even the Quebec one—but as superin- 
tendent of Insurance, I claim that this is an incomplete representa- 
tion or statement of the relation existing between the taxation men- 
tioned and the cost of life insurance, as provincial taxation on life 
insurance premiums is one of the smallest factors reckoned with 
affecting the cost of life insurance to the public. For instance, 
officials of companies have often told me that at the very instant 
an applicant signed an application for a policy, the company incurred 
an acquisition cost varying from $25.00 to $30.00—which had to be 
loaded on the premiums. The agent’s commission cost also must 
be loaded on the premiums. On the first year premium it varies 
from 40% to 55% and in some companies it runs as high as 80%— 
a thing that should be forbidden by law. For the five, seven or ten 
years following it varies from 3—5—7 and 10%. This is a most 
important factor in cost, which might be studied by cost accountants, 
as also the loading of mortality tables experience, or on reserve in- 
vestments yield, as a safety factor against unexpected or unforeseen 
happenings. I approve of this policy, but is it fair and normal, or 
unfair and abnormal? 

A prominent foreign life insurance company president said: 
“We have found out in our company that it takes from seven to 
nine years to make any profit from our business”. Admitting that 
provincial taxation is one of the smallest factors of cost, can’t some- 
thing be done to lower the other big factors, which have caused such 
a condition ? 

One example of this is lapsation of policies. The big majority 
of policies sold are either on the whole life system, twenty payment 
life, or endowment—15, 20, 30 years or more. There is no doubt 
that actuaries first established the premiums according to the full 
predetermined or expected estimated maturity of the policy. They 
have also certainly loaded those premiums with a safety factor in 
case the policies are surrendered or lapsed before the estimated year 
of maturity;—it is essential so as to cover the cost to the company, 
plus its remuneration for having run the risk of the coverage, plus 
a reasonable profit. Another precaution taken in most cases is to 
keep 100% of the first three annual premiums as cost against the 
policyholders, so as to get reimbursed for acquisition, commission 
and other costs disbursed. 

Now, in our country, the average duration of policies does not 
exceed seven or ten years. Lapsation of policies caused by a half a 
dozen or more reasons amounts every year to several hundreds of 
millions of dollars, thereby effecting big losses to both insurers and 
insureds. The evil of the replacement of a policy in a company’s 
books by another new policy being put on the books of another com- 
pany—an evil prevalent in this country at present—is responsible 
for a very large proportion of lapsation. A very large percentage 
of policies so replaced had less than three premiums paid and had 
no cash surrender value. The cost to policyholders on the lapsed 
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policies was 100% of the value of the premiums paid, including ac- 
quisition and commission cost. Policyholders will again pay the same 
costs on the new policy. I have known cases where this replacement 
of policies took place three times in six years. Do you not think, 
gentlemen, that in this respect there is a much greater scope for 
the reducing of the cost of life insurance than in the Provincial 
taxation on premiums? 

I do not want my remarks to be considered as destructive, be- 
cause, on the other hand, they are really constructive in pointing 
out where and how cost can be lowered and preventing unnecessary 
cost thus helping the constantly forging ahead of the greatest humani- 
tarian business ever known in the world—almost the only business 
that remained solvent during crises of war and epidemics of all kinds; 
the one that came to the rescue of the destitute, orphans, widows, 
old age and disabled—hundred of millions of them—the one that came 
to the rescue of the ones financially disabled during the still existing 
economic crisis, and through all this remained solvent; the one in 
which the population of North America has justly so much confidence 
as to give it in trust some twelve billion dollars worth of its savings, 
a sacred fund for its dependents and “poire pour la soif” in old age, 
I name: “Life Insurance”. 


Fire Insurance Cost 

Fire insurance is older than life insurance, probably because life 
insurance was forbidden in certain countries in the past—in France 
for instance, because it was considered immoral, and today it is con- 
sidered the most indispensable necessity to our social organization. 
Fire insurance has an advantage over other lines because out of 100 
prospects it gets about 98 and receives from them a pro rata con- 
tribution to the great fund accumulated to pay the claims. This 
business is conducted on two different fundamental methods, (a) the 
payment of an indemnity after destruction or damages caused by 
fire; (b) selling the prospects fire prevention rather than indemnity 
after loss, although indemnity is paid after a loss takes place. I do 
not intend to speak on the merits of the two methods. Companies 
have had great success and have rendered immense services to the 
Public under both. Enormous expenditures of money were made in 
fire-fighting apparatus—waterworks, pumping stations, fire brigades 
equipped with efficient modern equipment, which is costly as to pur- 
chase, maintenance, operation and depreciation. In like manner 
large expenditures were made in appliances and auxiliary equipment 
kept inside or outside of the interest insured as a fire preventative. 
In any case, fire prevention should exist and there is not enough of 
it now—there is still room for a great deal of improvement being 
made in that direction, but we shall never be able to get rid of all 
the plants, fixed or movable, to fight fire. It would not be safe; it 
would be insane to do it. A few hours’ study of statistics re fire 
losses in Canada, which are a disgrace to our country, shows that 
more fire fighting apparatus is needed and the Public must be more 
fire-prevention minded in order to decrease this enormous waste of 
our national wealth. 

The principal factor on which the rates are based is the loss 
cost. There follows some figures of loss cost incurred in 1931 in 
relation to net premiums written and net premiums earned. The 
ratio of net loss cost to net premiums written was 60.23; to net 
premiums earned the ratio was 57.93. To net premiums written 
during the last five years it averaged 51.85, with Manitoba having 
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the lowest one—42.61—and Yukon the highest—96.85—the next high- 
est being Prince Edward Island with 79.67—the Province of Quebec 
is 52.50. 

To figure and establish the loss cost, the tariff companies obtain 
the figures from the entire Dominion for all the companies, as it is 
claimed that if each company were allowed to establish its rates 
on its particular loss experience, it would not be reliable as no one 
company issues a sufficient number of risks of a given class to 
establish a true average. This is right without a doubt, but it also 
has the effect that one company which has better underwriters choos- 
ing its risks, or has better luck as to losses, is allowed and forced 
to charge rates which are much too high and make excessive profits. 
It is allowing such a prosperous company to charge the same rates 
as a very unlucky company, or a company which has very poor 
underwriters—rates which are not justified by its own individual loss 
cost which have to be shouldered, by its own policyholders without 
reason. Here are some figures to back up what I say. The reports 
of companies show that their respective experience in losses incurred 
per $1,000 risk varies from 98 cents to $15.92 and that their respective 
ratio of net premiums written to net losses incurred varies from 
114.89 to 132.04. It also shows that policyholders in one Province 
are made to pay pro rata their share of the loss cost incurred in 
another Province, notwithstanding the fact that loss cost in the first 
Province does not warrant the charging of such rates to policyholders 
in the other Province. Such a thing gave rise in the past, and more 
often lately, to the question: Is this or that rate charged in this 
Province equitable and fair in relation to the losses incurred in this 
Province? Such a system binds over 80% of the fire companies. Is 
not the real objective attained the prevention of competition between 
them rather than the technical establishment of a true average of 
loss cost? 

The different organizations transacting fire insurance in this 
country are stock companies, local mutuals, genera] mutuals, limited 
assessment mutuals, factory mutuals, guaranty capital mutuals, 
Lloyds and reciprocal exchanges. They may be classed into three 
separate groups, tariff, non-tariff and independent. Rates are made 
by the tariff association which binds all its members. Non-tariff com- 
panies follow those rates but allow a discount of from 10 to 30% 
on them, according to case or at their wish, the percentage of the 
discount given depends on the quality, condition and degree of pro- 
tection against fire of the individual risks. Lloyds have a system of 
their own to fix rates, based on its world wide experience acquired 
during the last two and one half centuries. You are conversant 
with the systems followed by mutual organizations as to rates, to 
save time, I shall not speak of them. 

The Province of Quebec has not, so far, tried to regularize rates, 
but this does not mean that it has not kept an eye on them. It has 
followed a different policy as a safeguard or safety valve against 
excessive rates by encouraging the coming in of new insurers which 
are establishing rates in a different manner, on a competitive sound 
basis, but this does not mean that Quebec will not do it some time 
in the future. 

The establishing of fire insurance cost cannot be done accurately 
if attention is not paid to the system in use to establish the loss 
cost and also by scrutinizing acquisition, operating, managing and 
over-head costs and also underwriting profits and deficits. It is note- 
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worthy that most fire insurance companies issue statements showing 
very small underwriting profits—and sometimes underwriting deficits 
—varying in amount. Companies seem to rely almost exclusively on 
their non-underwriting profit as their recompense. This situation 
invites investigation. 

Let us make a partial study of one item which gives the com- 
panies an important part of their non-underwriting revenue, which 
is not taken into account when establishing the cost. Premiums are 
payable in advance. Companies are forced by law to carry on the 
liability side of the balance sheet at the end of each fiscal year a 
reserve for the portion of unearned premiums because it belongs to 
policyholders. In figuring this reserve on one year policies, the law 
of average applies. So one year policies are considered as having 
been issued only six months previous to the end of the fiscal year— 
with six months premiums earned and six months unearned. We shall 
suppose now that a company wrote $1,000,000 premiums, the reserve 
to be carried is $500,000. Investments answer for that reserve— 
they are not specifically ear-marked as such. They produce a yield 
which must be reckoned at the average rate of interest earned by 
the company—it is never below 4%. So the investments of the re- 
serve yield, say $40,000. The reserve belongs to policyholders, as 
also the yield. Why then is that yield credited to non-underwriting 
profits instead of to underwriting profits? Why is it not considered 
when establishing the cost, instead of being considered as belonging 
to the company? I would like very much that you study this point 
and let me know your reaction. 

All over the world at present we have revolutions of many kinds 
—in insurance we have evolution—which is not so dangerous and 
much more recommendable. Fire insurance has evolved, but one 
part of its operating system has not. This is its credit system to 
agents, brokers and policyholders, which is unbusinesslike and con- 
trary to the fundamentals of sound finance, business and equity. The 
system allows the companies to be the bankers of the agents, the 
agents of the policyholders. I would not object to the system, if 
in doing so, they used their own funds, but instead they use the 
funds belonging to the policyholders. The money of Paul is used 
to pay the obligation of Peter. A year ago the funds of policyholders 
so used amounted to over $15,000,000 in Canada and an average of 
three months yield was lost on that amount. 

Companies allow their agents, through contracts with them, 
from two to four months delay to collect premiums and remit for 
same. The majority of policyholders pay cash to the agent for their 
premiums. Why should an agent be allowed to collect a premium 
from Paul in February and use it to remit to the Company a pre- 
mium he collected from Peter in November, last—or to finance Peter 
who cannot pay his February premium until four months hence; or 
to use Paul’s premium to finance his own obligations, speculations, 
stock market margin, etc? Such a system would bring nothing but 
disaster, and believe me, it has done so for the last two years. My 
department has a black list for such disasters, where, at present, the 
names of over 400 agents are inscribed and the amounts involved 
range for each case from a few dollars to $40,000. I did missionary 
work in the matter through articles and addresses from the Gulf 
of Mexico to James Bay, and from the Atlantic to the Pacific, without 
getting many converts. It is only lately when the shoe started to 
pinch well and hard that converts came in—proving once more that 
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the money purse ache hurt much more than heart aches. Economy, 
rules and regulations enacted by and religiously obeyed by com- 
panies would be the best remedy, but, if necessary, however, drastic, 
non-elastic legislation will have to be recommended. 


Automobile Insurance Cost 


This class of insurance is the last born baby in the insurance 
family. It is about twenty years old now, but in insurance business 
it is still in its infancy. It is overgrown, and like all overgrown 
babies it is suffering from growing pains, and the doctors—actuaries 
and other experts—in the absence of established experience, are 
making diagnostics, which, most of the time are very baffling, and 
treatment to cure the pains is administered to the patients, “au petit 
bonheur”. The doctors have my sympathy. Their time and labor 
are not lost—it will serve as experience for their successors. Head- 
lights controlled by light-heads; gasolene mixed with alcohol; the 
blowing of the horn to replace the application of the brakes; driving 
a car with only one hand, because the other one is busy elsewhere 
are a few of the growing pains automobile insurance and the public 
are suffering from. 

Automobile insurance is transacted in Canada by about 200 com- 
panies, tariff, non-tariff, and independents. The bulk of them belong 
to an association under the same principles as the ones for fire 
insurance, which establishes rates binding all company members and 
non-board members to use the same rates with a schedule of discount. 
Loss cost is established in the same manner as for fire insurance, 
with the exception that, since the Royal Commission re rates was 
held in Ontario the respective loss cost experience of each province 
is considered, or at least supposed to be. Each province is also sub- 
divided into several sections, and particular consideration is given 
to the loss cost experienced in each section. This is good practice. 
We all know that the accident hazard is much greater in the cities 

of Montreal and Quebec than in the Chicoutimi or Sorel sections. 
But it remains to be seen if part of the loss or operating costs experi- 
enced in the bigger sections are not loaded too much on the smaller 
ones—or if the same loading is not practiced, from one Province to 
another. This is what we intend to find out very soon. 

Unlike fire insurance where a pro rata contribution is received 
for the claims accumulated fund, out of 98% of the unsurable pros- 
pects automobile insurance is getting contributions from only 40% 
of the prospects. In a section of this province if there are 10,000 
automobiles, the company accepts a hazard of accident from those 
10,000 cars when insuring one of them, while it receives a contribution 
from only 3,000 automobile owners. This is a factor not to be for- 
gotten in making rates. 

Then there is the tendency of every automobile driver to become 
almost a reckless driver without noticing it inside of a year from 
the time he starts to drive. He also acquires the speed craze very 
quickly, together with a great contempt of the traffic rules and rights 
of pedestrians and also acquires the habit of taking a chance in break- 
ing those elementary rules of safety. Study the accident statistics 
and you will have a living picture of the state of mind in that respect 
of most drivers. I know what I say because I am a special road 
traffic officer. Be careful if you meet me on the road. 

Safety campaigns are all right. I cannot compliment Safety 
Leagues too much for what they do, but no one can ignore the fact 
that automobiles have killed more people in five years that the casualty 
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list of the American Army during the war. Safety campaigns will 
prevent a certain number of accidents, but more drastic enforcement 
of the traffic laws and heavier penalties must be applied, regardless 
of the social standing of the guilty one—and also laws made to per- 
manently remove the incorrigible driver from the road. This is the 
only way by which our roads can be rendered safe. 

Those are some of the growing pains automobile insurance is 
suffering from without mentioning claims by collusion, and the care 
of the innocent victim of an accident caused by a driver under the 
influence of liquor or narcotics, or maybe not licensed, or driving a 
car not his own without the knowledge of the owner. 

Net premiums written in 1931 amounted to $16,825,000 and net 
losses incurred amounted to $9,786,185. The ratio of net loss cost 
to net premiums written was 58.16. The respective loss cost of 
companies varies from 3.10 to the unbelievable figure of 8600. For 
the majority of companies it varies from 15 to 60, which is more 
rational, but it still leaves quite a margin between the highest and 
the lowest. 

I have not time to speak of the twenty or more remaining lines 
of insurance. Some of them are just as important, if not more so, as 
the ones of which I spoke, for instance,—accident, sickness, marine, 
transportation, etc. Considering, however, that dozens of books of 
two hundred pages each have been written on every class of insurance, 
it would be impossible to speak of them all, except through a series 
of lectures, which would bore you to death after the second one. I 
only hope I have been successful in impressing upon you the unlimit- 
ed field open to you, cost accountants, in insurance cost and also of the 
unlimited possibilities it offers you. 

Gentlemen, before ending this already too long address, I shall 
give you a bit of advice, that is if you public and cost accountants are 
willing to accept same from a young old man. 

I have been in the accountancy business, in all the different stages, 
for forty-three years. I am almost at the end of the road. My ulti- 
mate wish is that God may be willing that I have seven more years 
in it, which will make it half a century. I have seen and still see 
many things in accountancy. I have been at both ends of the accoun- 
tancy game. For over thirty-five years I have always had some 
accountants—auditors over me to satisfy. I had all kinds—efficient, 
deemed to be efficient and inefficient ones—practical, deemed to be 
practical and non-practical ones; human and inhuman ones. I have 
known them all and have seen in them all the qualities, good and bad, 
inherent to human beings. 

Today I am one of the forty-eight men having the care of exer- 
cising supervision over the business of some eight hundred insurance 
and trust companies in North America, transacting business all over 
the world, and holding 50% of the savings of the Public of this Con- 
tinent. Thousands of accountants—auditors must report to us, sat- 
isfy us according to laws enacted to protect these public savings. For 
them it is a question of observance of the law, professional and per- 
sonal honesty plus efficiency. I ask them to always remember the 
following maxims. Those forty-eight men with the help of their 
staff cannot go over their work—they must take it for granted that 
their audits are well made—that to the best of their knowledge the 
true facts were given independent of any influence and that it gives a 
true picture of the situation. I want them, if they have sons, to re- 
member that perhaps they will be the accountants-auditors of tomor- 
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row and to be today what they want their sons to be tomorrow. I 
want to tell them to remember that they are the supreme arbiters 
between the law, the interest of the ones for whom they audit and 
the owners of the funds vested. They must never leave their office to 
go to work with a sliding knot in a rope or a sharpened knife to hang 
or stab some one for the sake of publicity or advertising. They must 
never report in an incomplete way or an equivocal way so as to hold 
the job and bring home the bacon. It is essentially important that 
they avoid that so as to keep the A-1 reputation of the profession 
and avoid their names being added to the already too long “Black 
List”, secretly made of unfits and unacceptables for legal public affairs. 

As for you, cost accountants, the future is yours. There is al- 
most no limit to your field of activities. The day has come when we 
must know in advance, so as to succeed, what it will cost and what it 
will bring. But if you have in mind that you can establish cost ac- 
curately in everything everywhere, you are mistaken and you are 
not going to be a success. The future belongs to the specialists. Take 
a good look at the other professions—law, medicine, civil engineering, 
and notice the successful specialists. Right next to you as associates 
in this Association have you not “industrial engineers?” They know 
why they have specialized. Do the same and specialize in cost ac- 
counting. 

Gentlemen, I thank you for the honor conferred in allowing me 
to address such an illustrious association in such an illustrious, his- 
torical place—dear “Old McGill” beloved by so many—old and young— 
the pride of our country, known and respected throughout the world, 
but I am afraid that I have failed in my purpose, if what a distinguish- 
ed Minister of the Gospel said is true—that you cannot save souls 
through an address lasting more than ten minutes—I have spoken for 
more than sixty minutes. 





The University’s Debt to Commerce 


By PROFESSOR R. R. THOMPSON 
School of Commerce, McGill University, Montreal. 








(Before the Advertising Club of Montreal, February 1, 1933) 





NIVERSITIES, as we understand them today, may be regarded 

as a direct production of our Christian civilization. As institu- 

tions, they grew naturally out of the needs of society, and, so 
long as they have responded to the needs and aspirations of the society 
around them, they have grown in culture and learning, and in use- 
fulness and strength. 

When a university has ceased to advance with the times, either 
because it ignored changing conditions, or ignored a broadening 
of knowledge, or because the people around it fell into a period of 
inanition, so soon did that university cease to develop, and cease to 
justify its existence. A university must identify itself with the people 
out of which it has grown, and take full advantage of the ever-growing 
light of knowledge, or it will drift back into comparative darkness 
and wither away. This has happened in the case of a few universities, 
but as a rule they have advanced with the times, although some have 
been ahead and some behind, for various reasons. 
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Functions of the University. 

In every period of their existence universities have fulfilled a 
double function in the social order. They have been the great train- 
ing-schools for the different learned professions, and they have been 
the custodians and exponents of all that is best in human wisdom 
and knowledge, and of the ideal elements, honesty, faith in one’s 
fellow-men, and so on, on which society ultimately rests.* The objects 
of a university are to train men for life and for study, to teach 
them how to think and study for themselves, to develop their char- 
acters, to develop their knowledge of their fellow-men and of the 
great universe around us, to stimulate a desire for knowledge, to 
carry on the search for knowledge and to study the problems of men 
and the world around us. Its duty is to do all of this, not merely 
for the sake of piling up useless or unused knowledge, but, as a 
living institution, composed of men, its duty is to identify itself with 
the world aud its problems, and, directly or indirectly, to do its 
best to raise the mental and moral status of everyone possible, and 
to make life better and happier. Learning for learning’s sake alone 
is all very well, but if it be done without desire and intention that 
eventually it will benefit one’s fellow-men—then such learning is only 
a selfish amusement. 

The training of men for all professions and occupations should 
save its foundations in a broad culture; but in addition to that the 
medical doctor needs a special training in medicine and surgery, 
the lawyer in the law, the engineer in engineering and so on; and 
correspondingly the men who are expecting to wrestle with the highly 
complicated problems of commerce, should be given a special training 
in finance and accounting, political economy, commercial law, and 
so on. 


Importance of Commerce. 

One only has to consider the plight of the world today to realize 
the importance of commerce in our social structure. Because it has 
stopped flowing freely and the exchange of goods throughout the 
world has become so small, we are threatened with a very dark 
future, unless we improve matters. Does it not astonish us to think 
of this and to realise that only within a generation have some of 
our great universities had a section called a Faculty or a School 
specially set apart for the study of commerce, and with a curriculum 
planned specially to prepare men for dealing with the problems of 
commerce. 

Probably 80% of us are dependent for our means of living either 
directly or indirectly on the exchange of goods. The percentage 
might be almost 100% today, because the farmer producing his own 
food must exchange some of it for the means to cook it and for 
clothing. The savage in Central Africa buys his cooking pots from 
the man specially skilled in making them. Without the exchange of 
goods and all that it entails, our civilization could not exist. And 
unless our present commercial problems are studied and dealt with 
by some of the best and most highly-trained minds that we have 
got there is danger of our civilization going down in ruins. 





* NOTE: I would refer those interested to the writings of Dr. 
P. Hume Brown, late Professor of History, in the University of 
Edinburgh.—R. R. T. 
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Development of World Commerce. ; 

May we turn to history for a few moments. When the Arabian 
Moslems occupied Egypt, that country stood at the cross-ways of 
two of the greatest commercial highways of the _World—that between 
Central Asia and Northern Africa, around the Sinai and that between 
India and the Orient up the Red Sea to southern Europe. As a 
result, Egypt had a great commerce and was very wealthy. These 
Moslems brought with them their own rules about decoration and 
design, and they were Arabs, men of great imagination and culture, 
and so there commenced that wonderful development of Saracenic 
Art and Culture in Egypt which attained its full glory in the four- 
teenth and fifteenth centuries. It would have gone farther, but in 
the years 1517-18 two events happened. Vasco de Gama discovered 
the sea-route to India, and so diverted much of Egyptian commerce. 
The Moslem Turns seized the power in Egypt, put their petrifying 
hands on development, and killed most of the remainder. Commerce 
almost ceased, Egypt became poor, and as a result the development 
of Egyptian culture practically ceased for 380 years. As we all 
know, in the latter part of the nineteenth century the British re- 
organized the country, and brought back its prosperity, and with 
it has come a revival of Egyptian culture. : 

Again, in the eleventh century men realized that Venice was a 
most convenient port for trading between Central Europe and the 
Orient, and so commerce brought prosperity and wealth to Venice, 
and through that city to northern Italy. It is significant that in 
Bologna, not 90 miles from Venice, there was founded a few years 
afterwards the earliest university in Europe. As time went on other 
cities became prosperous and great, Genoa, Florence, and so on. 
Travel and the exchange of goods brought with them the exchange 
of ideas and the broadening of minds, until, with Dante as its 
herald, there developed in northern Italy in the fourteenth century 
that great intellectual movement, the Renaissance, which marks the 
transition from the middle ages to the modern world. That move- 
ment brought a new attitude of mind, and commenced and quickened 
new developments in philosophy, literature and every branch of Art, 
which spread through Europe and are continuing today. It is sig- 
nificant to note that the two cities which took the greatest parts in 
the commencement of the Renaissance, were Venice, the great trading 
port, and Florence, which, in its day, was the principal manufacturing 
city of Europe, for woollen and silk goods. The fact is that it was 
the commercial wealth of northern Italy which made possible the 
splendour of the Renaissance, and the founding of such schools of 
learning as those of Bologna, Palerno, Naples, Padua, Rome and so on. 

As the commerce of the eastern Mediterranean waned, so did the 
commercial wealth of Italy, and with them the force of the Renais- 
sance in Italy faded away. As commercial and industrial prosperity 
came to the cities of northern Europe, so did the northern people 
develop their own renaissance of learning and the fine arts. It is 
amusing to remember how the prudent Holbein concluded that mon- 
archs were not patrons of the greatest security of tenure in office, 
and deliberately painted a show portrait in order to obtain the 
patronage of a steadier stratum of society, the wealthy merchants 
of London. 

Commerce Creates Wealth. 

Gentlemen, commerce has been a steady patron of learning and 

the arts, and has been the consistent fore-runner of culture and 
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civilization. It is commerce that provides the extra wealth, which 
allows of extra leisure from productive toil. It is that leisure which 
makes possible the development of the higher arts and learning. 
The development of painting, literature, sculpture, design and so on, 
the advancement of science and the pursuit of knowledge; such im- 
portant institutions as universities, schools of art and learning, 
hospitals, and so on, are all, in the last analysis, dependent for their 
very existence on the exchange of goods. 

That indicates the debt which culture and cultural institutions 
owe to commerce, and therefore it behoves cultural institutions to 
study the life and activities of commerce. 

University Training in Commerce. 

It is interesting to note that the study of commercial trans- 
actions is not new to universities, but the development of this study 
was slow until recent years. 

The university as we understand it today, is largely the product 
of mediaeval Europe. The first university to have a definite existence 
was that of Bologna in Italy, which was founded in A.D. 1088, and 
obtained its greatest privileges and definite existence in A.D, 1158. 
Its first and greatest faculty was that of law. To that faculty came 
men who wanted to study the religious and the civil law; most of 
them with a view to practicing in one or other of the city states 
of Italy, those great cities which depended for their existence very 
largely on their commerce. In their study of the civil law those 
students had to study commercial transactions and their effects 
on the relations of men and states. The University of Palencia and 
Salamanca in Spain was founded in 1208 and was famous for the 
study of the canon and the civil law. The University of Paris was 
founded in 1213 and had faculties of theology, law, medicine and 
philosophy. Many other universities were founded later and had 
faculties of law. In all of these the legal aspect of commercial trans- 
actions was studied. And it must be remembered that these societies 
of scholars had existed many years before they formally took shape 
as universities. 

Following on that, it is interesting to note that in 1494 (439 years 
ago) the Franciscan monk, Pacciolo, an important mathematician 
teaching at the University of Perugia, published a work, his “Summa”, 
which dealt with algebra and accountancy. The accounting section 
was entitled “De Computis et Scripturis”. His services were highly 
valued, because we learn that in less than a year he asked for an 
increase in his salary and it was granted—the official records giving 
as the reason, “because he has already taught two months and has 
“shown himself to be a man of highest learning, and because it ap- 
“pears that he manifestly can not live on such a meagre stipend.” 
In less than 6 months he was promoted and got another increase of 
salary. He was promoted to other universities, Naples, Pisa, Florence, 
Milan and Bologna. At Milan he was a great friend of Leonardo de 
Vinci, who hastened to buy a copy of his “Summa” as soon as it 
came off the press. Finally, he ended his career with very great 
honour, Pope Leo X appointing him in 1514 as professor of Mathe- 
matics in the Sapienza at Rome, a high position in the “University 
of the highest standing in all Christendom.” 

So far as we know, he was the first person to reason out and set 
forth the double-entry system for the accounting of commercial trans- 
actions. And so well did he do his work, that his “De Computis 
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et Scripturis” has dominated the literature of accounting, and been 
its chief guide in fundamental principles ever since, but not until 
1902 do we find the University of Birmingham in England appointing 
a Professor of Accounting, the first in the British Isles, to be followed 
by the Universities of London and Edinburgh and Glasgow. 


Modern Courses in Commerce. 


In the British Isles, the first university to grant a degree in 
commerce, B.Com., or M.Com., was that of Birmingham in 1902. 
Following it came the universities of London, Edinburgh, Dublin, 
Belfast, Liverpool and Manchester. In the United States a large 
number of universities now have faculties or schools of commerce. 
(Of course I am not referring to technical business colleges.) I 
regret that I have no time to deal with the great development in 
education for commerce, which had already taken place in the High 
Schools of Germany. 

In Canada, the way was led by Sir Lomer Gouin, by whose efforts, 
when he was premier of the province of Quebec, l’Ecole des Hautes 
Etudes Commercials was created in Montreal in 1907. It is that 
school, which, under the auspices of l’Université de Montreal., is so 
efficiently presided over by Dean Henri Laureys. 

The School of Commerce of McGill University was inaugurated 
in 1911. It granted its first diploma in 1912, and its first degree in 
1921. At McGill we have had as Director of the School since 1916, 
Professor R. M. Sugars, himself an actuary, an accountant, a classical 
scholar, and an authority on the Spanish language and literature. 

It may be interesting to you to know how we, at McGill Univer- 
sity, try to give students a special preparation for commerce. We 
bear in mind that a university is not a place where men are simply 
given appropriate doses of knowledge; but is a place where men 
are taught to study, to search out, and to think, and to have confidence 
in their own judgment, so that they can act for themselves, or in 
harmony with others—always having that respect for the thoughts 
of others which comes to the true student. Accordingly, we aim 
that students may obtain knowledge of basic value in commerce, and, 
at the same time, we aim to train them to think broadly, deeply and 
justly, and also to be men of culture. In our courses in mathematics, 
accounting and law we endeavour not only to increase the students’ 
knowledge, but also to develop them as men who can reason carefully 
and logically, men who, with well-balanced minds, can weight issues 
against each other, and men who are just in their decisions. In our 
courses in economics they study the broad foundations of commerce 
and of our social structure, and especially the problems of these 
subjects which belong specially to Canada, the British Commonwealth 
and North America. In our English courses we endeavour that they 
shall become men who can express themselves in good clear English; 
and who will love our splendid English literature for its own sake. 
The man who loves books and is well read will always be broad 
and cultured and have a means of enjoyment in life not possessed 
by others. Languages also, French and Spanish, especially French, 
are of great advantage to the man in commerce; but, also, their 
cultural advantages are great, because each language opens up the 
avenues of another literature and the way to understand the minds 
and customs of another group of peoples. We also make it possible 
for students to obtain a working knowledge of such important branches 
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of science as chemistry, physics, and biology, so that they may be 
able to discuss them intelligently. 

These are the main studies for the commerce degree at present. 
We have other optional subjects such as marine insurance, psychology, 
history and Latin, but these are in a subsidiary capacity. 

Please do not think that we consider the above the ideal or 
perfect course. All that we claim for it is that it is the best course 
which we can plan with the means at our disposal. I gave you 
the main details of it, so that you can have some idea as to what 
is covered in a university commerce course, and as to what it stands 
for. L’Ecole des Hautes Etudes Commerciales of our great French 
speaking University of Montreal has an equally fine course. 

I am sure that I can speak for our co-workers at the University 
of Montreal, and for my colleagues of the McGill School of Commerce, 
when I say that we are doing our best to prepare men for the prob- 
lems of Commerce. We do not say that we can turn out successful 
business-men, but we do say that we do our utmost to turn out men 
who come ready prepared to understand the problems of commerce, 
and who will deal with them from a broad standpoint and with a 
far-seeing eye. We try to turn out men who will “play the game” 
in Commerce, as they would “play the game” in their college sports. 

May I conclude gentlemen by quoting from a speech made by 
our Principal, General Sir Arthur Currie, last April. When speaking 
about the condition of affairs two or three generations ago, he said 
“The science of communication was almost unknown, or at any rate 
“played only a small part in human existence. Each community had 
“its own school and college or university, and the influence of its 
“educational institutions seldom travelled very far beyond its own 
“frontiers. The college was for the most part content to train a 
“sufficient number of school teachers, clergymen, physicians and law- 
“yers to meet the demands of its own community. Today the whole 
“scene is changed. Our problems today are not community problems, 
“but world problems—principally world economic problems—and I 
“may also add, problems of the most perplexing and dangerous kind.” 

“How, then, can the universities of the world possibly hold aloof 
“and refuse to play their part in the solution of these problems? 
“This challenge to the universities at the present time is, it seems 
“to me, so obvious and so clear that we cannot afford for a single 
“moment to ignore it.” 





THE TREND OF PRODUCTION COSTS 


Commodity prices, as measured by the Dominion Bureau of Sta- 
tistics index number which is based on the year 1926, declined from 
63.9 in January to 63.6 in February. The following is a comparison 
by main groups: 

February January February 


1932 1933 1933 
Foods, beverages & tobacco ...... 63.1 59.5 58.3 
Other consumers’ goods ......... 79.7 76.7 76.1 
All consumers’ goods ............ 73.1 69.8 69.0 
Producers’ equipment .......... 91.1 87.7 87.2 
Building & construction materials 79.4 75.8 74.7 
Manufacturers’ materials ........ 60.2 51.1 51.6 
All producers’ materials ........ 63.7 55.6 55.8 
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All producers’ goods ..........:- 66.4 58.8 58.9 
PATE DOWTROGTIAOE oo: o6ic o:6 0'c0.00:0's 69.2 63.9 63.6 
The principal advances in February were in the following: Furs, 
aluminium, silver, sulphur. The principal declines in February were 
in the following: Domestic fresh fruits; tea, coffee, cocoa & spices, 
miscellaneous vegetable products, hides & skins, eggs, silk thread & 
yarn, petroleum products, and drugs and pharmaceutical chemicals. 





Setting Sales Quotas 


In a discussion of sales organization, at Toronto Chapter’s meet- 
ing on March 20th, H. M. Hetherington, of Viceroy Manufacturing 
Co., Ltd., Toronto, set forth what his company had found to be im- 
portant considerations in the setting of sales quotas for salesmen. 
The following is a summary: 


DETERMINATION OF NORMAL SALES EXPECTATION 


Figure products being offered at commencement of period only, 
known markets only, prevailing price levels, competitive conditions, 
merchandising plans and general business activity, and a reasonable 
standard of salesman effort and ability. 

As at a given date, figure 12 months expectation, breaking same 
down into four quarters. Prior to the end of the first three months 
adjust remaining three quarter quotas on basis of following factors 
only and similarly prior to end of six months adjust remaining two 
quarter quotas and prior to end of nine months adjust remaining 
single quarter quotas. Salesmen quotas for the year will be the 
addition of the four quarter quotas as last adjusted. 


INCREASE 
Improvement in present products. 
Addition of new items for present lines. 
Addition of new lines. 
Increase in known markets. 
Re-adjustment of selling prices upward or downward if re- 
sult is increase in dollar volume. 
Increase of import duties and application of dumping duties 
or less difficult competition. 
7. Changes in general Company policy. 
8. Advertising helps and the addition of new sales plans. 
9. Re-arrangement of sales staff and branch services. 
10. General business conditions. 
11. Preference duties to export countries. 
12. Reduction of freight rates,—Domestic, Export. 
13. Favorable exchange situation in export countries. 
14, Error in original quota calculation caused by lack of know- 
ledge of market. 
DECREASE 
Bad quality experience. 
Dicontinuance of lines. 
Unfair or unusual or more difficult competition. 
Decrease in known markets. 
Limitation of plant production. 
Reduction in selling price without compensating increase in 
dollar volume. 
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7. General business conditions. 

8. Increase in import duties in export countries. 

9. Increase in freight rates—Domestic, Export. 

10. Adverse exchange situation in export countries. 

11. Error in original quota calculation caused by lack of know- 


ledge of market. 


NOTE: Other factors of a similar spirit and that should be weighed in 
may later become apparent. 











CHAPTER NOTES 


MONTREAL 
Reported by R. Schurman, C.A., secretary 


March 10, 1933 


Close to a capacity audience greeted the speakers at the Open 
Forum Meeting on March 10th in the Arts Building of McGill Univer- 
sity. The debating teams were members of the class in cost account- 
ing conducted on behalf of the chapter by Director Donald R. Patton, 
C.A., at the Board of Trade, and members of the Chapter. 

Messrs. D. M. Farish, C.A., L. Belanger, C.P.A., S. Farquharson, 
A.M.E.I.C., and R. W. Louthood, A.C.I.S., were the judges. 

Considering the fact that the members of the Student Team were 
inexperienced in debate, and that several of them were speaking a 
language other than their native tongue, the decisions of “Win, Lose 
or Draw” hardly allowed credit for the very excellent work which these 
youthful exponents of accounting presented. Their points were ex- 
ceedingly well taken and the presentation all that could be expected. 

The members of the Chapter who opposed this junior team were 
experienced debaters, and had a wealth of actual experience behind 
them. Bowden, who never fails to please; Smythe, thoughful and 
careful; Buzzell, canny and well prepared; Blunt, direct and confident; 
Dufresne, deliberate and experienced; MacKenzie, meticulous and 
forceful; Madge, (like “Lord Bobs”) a doughty little fighter, a terror 
for his size. 

The resolutions debated, were as follows: 

Resolution 1. A firm is in the habit of making payment of its ac- 
counts promptly and deducting cash discounts from its payments. 
Resolved that such discounts should be credited to financial charges 
and not deducted from the cost of materials purchased. 

Bernstein and Roll affirmative—Bowden and Blunt negative. 

Bernstein argued that the uncertainty as to whether discounts 
would be taken at the expiration of the discount period rendered it 
necessary that the gross invoice figures be considered as actual cost. 

Bowden in following, emphasized that purchasing agents have al- 
ways insisted on knowing the amount of the cash discount and that fre- 
quently this cash discount represented the only margin of profit. He 
closed his peroration with an extract from the trial scene in the “Mer- 
chant of Venice’, emphasizing the finely drawn lines in a simile— 
“Take thou thy pound of flesh, but if in the taking thereof thou shed 
one jot of christian blood, thy lands and good shall be forfeited.” 

Roll following, made an especially strong point that the amount 
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of cash discounts taken had nothing to do with the actual cost of the 
goods; that it was in part a compensation paid for the use of money, 
and as such was equivalent offset to interest payments, which was a 
financial charge without question; and that the other portion of dis- 
count should be considered as insurance against risk of loss and a 
special inducement for prompt payment to protect against losses. He 
referred to cash discount allowed on Montreal Light Heat & Power 
accounts, stating that that company expressly made this allowance for 
discount in order to secure prompt payment of their outstandings. 

Blunt in following, drove this point home—that the firm entering 
up payment of power bills as a charge, invariably entered the amount 
as net, rather than credit the discount to financial revenue. 

Bernstein in his rebuttal, drew a big hand from the members 
present, in stating that Mr. Bowden had made a mistake—that he 
answered to the name of Bernstein and not Shylock; and that he 
was not interested in one drop of Christian blood; he was only inter- 
ested in the debate. Long applause greeted this humorus sally. 

The judges gave the award to Bowden and Blunt. 

Resolution 2. Resolved that group bonus methods of payment are 
not satisfactory as wage incentives. 

Rochon and Sevigny affirmative—Dufresne and MacKenzie nega- 
tive. 

The affirmative in this resolution had a difficult time against their 
more experienced opponents. Dufresne quoted freely from his wide 
experience as an industrial engineer, and MacKenzie from his long 
contact with the Northern Electric Company. Dufresne quoted from 
experience in the Endicott Johnson Shoe plant at Boston and showed 
that individuals within the group could have adjusted on a price basis, 
any advantage which they might possess in the way of speed, as re- 
ward for their individual efforts. 

MacKenzie followed up the advantage by showing that the valued 
thing in a plant was to have individuals within a group work together 
in harmony, but that individua] labour without group effort, led to 
sloppy work and that frequently in order to obtain speed, poor work 
was passed on to the next man, whereas under the group plan each 
individual was responsible for the success of the group. He empha- 
sized the fact that usually the most efficient individual in the group 
was the “Gang Boss”, who sought to bring up the other members of 
the group to his own efficiency—thus not only the group but the whole 
plant benefitted from the system. 

Rochon and Sevigny put up a strong argument but were ineffective 
against their more experienced opponents. 

The judges awarded the decision to Dufresne and MacKenzie. 
Resolution 3. Resolved that raw materials, purchased under normal 

marketing conditions, should not necessarily be inventoried at cost. 

Cassidy and Blouin affirmative—Ferguson and Smythe negative. 

This junior team handled their argument exceedingly well and 
resorted to blackboard illustrations to emphasize their points. They 
drew freely on the market fluctuations of materials. 

Messrs. Ferguson and Smythe countered with sound argument 
that fluctuations in inventory were not properly an element in manu- 
facturing costs, but were concerned more with finance. Smythe gave 
a particularly strong presentation. 

The Judges gave the award to the affirmative. 

Resolution 4. A firm operated throughout 1932 at 60% normal cap- 
acity. Resolved that they have the right to reduce from the normal 
amount the depreciation to be written off during that year. 
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Webber and Beauvais affirmative—Madge and Buzzell negative. 

This subject was exceedingly well presented by both sides. Web- 
ber led off with a strong plea that the operation of the plant at partial 
capacity, was a very good reason why the operating time of the plant 
would be extended. 

Madge countered with effective argument that so many factors 
entered into the reason for writing off, it was almost imperative that 
the element of depreciation be considered. 

Beauvais for his side, emphasized that the essential part of the re- 
solution was that the firm “have the right”, and he proceeded to show 
by quotations from actual court cases, that firms have the right to 
deal with the element of depreciation as they see fit— 

“In the Dominion and Provincial Companies Acts the only mention 
we see of depreciation on fixed assets, is with regard to the amount 
reserved for depreciation which it is specified should be shown as 
a separate item on the balance sheet. But that is if any amount 
of depreciation has been set up! Therefore, if the Companies Acts 
do not make it compulsory for the Companies to write off any am- 
ount of depreciation on fixed assets, can we not logically conclude 
that a firm has the right to reduce, in a period of deression, the 
amount which it used to write off in a normal period? 

“There is first the case of Lee vs Neuchatel Asphalte Co. Ltd. 
(1889). In this case the Ordinary Shareholders brought an action 
with the object of obtaining an injunction against the directors to 
restrain them from declaring a dividend to the preference share- 
holders until depreciation of the Company’s property had been made 
good. It was held that, if the articles of association of a company 
so provided, the company could distribute profits arrived at without 
making good or providing for the depreciation or depletion of wast- 
ing assets. In the course of his judgment the learned Lord Lindley 
said: ‘If it is said that such a course involves payment of a divi- 
dend out of capital, the answer is that the Acts nowhere prohibit 
such payment as is here supposed. The proposition that it is ultra 
vires to pay dividend out of capital is very apt to mislead, and 
must not be understood in such a way as to prohibit honest trad- 
ings. It is not true as an abstract proposition, that no dividend 
can be properly declared out of money arising from the sales of 
property bought for capital. But it is true that if the working 
expenses exceed the current gains, profits cannot be divided.’ 
“Secondly, there is the case of Bolton vs. Natal Land and Coloniza- 
tion Co. Ltd. (1892) in which the court held that even if part of 
the capital had been lost and not subsequently made good, that was 
not sufficient ground for restraining payment of a dividend out 
of profit made later, which was merely an extension of the decision 
in Lee vs. Neuchatel mentioned before. 

“Thirdly, in the case of Verner vs. General and Commercial In- 
vestment Trust Ltd. (1894) a decision was sought by shareholders 
whether a dividend could be paid out of the income of a financial 
year without regard to a previous loss of capital. The following 
is an extract from the judgment: ‘—fixed capital may be sunk and 
lost, and yet that the excess of current receipts over current pay- 
ments may be divided, —’” 

Buzzell made short shift of the Court case quoted by Beauvais, 
with the remark that the fact that Lord Kylsant had languished in 
jail in England for juggling with depreciation figures, was very good 
evidence that even the Courts were not of one accord in the matter 
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of right to overlook the important element of depreciation. He em- 
phasized the very great importance of a definite policy of write-down, 
rather than that of bringing depreciation into the Profit and Loss fig- 
ures only in the good years and ignoring it altogether in the lean years. 

Webber, in his rebuttal, gave an excellent summing up, and the 
judges made the award a “draw.” 


March 24th 


A capacity house listened to our young-old Past President 
Belanger at McGill University, on Friday, March 24th, while he 
delivered an address on the “Economies of Overhead.” 

Prefacing his address with a resume of his accounting experi- 
ences, “Lorenzo” reeled off years and years of time filled with most 
interesting events from his long practice, that made us green with 
envy. Judging from his vigorous appearance he made a mistake 
in his age. He told us quite frankly “Figgers don’t lie but liars can 
figger.” 

One of his accounting problems had beenn that of installing a 
cost system for a large cemetery—beat that if you can! To obtain 
comparisons he sought information of cemetery companies located 
from Antigonish to ’Frisco, and obtained his best results in Chicago— 
city of the big “shots.” 

Chairman Masterson in his usual concise affable manner, intro- 
duced the speaker, who proceeded to give us a most interesting 
address, which will be published in “Cost and Management.” 

Geo. Bowden celebrated the event by having a birthday, which 
interesting bit of information it took our assiduous cost finder Lout- 
hood to dig out. 

Professor R. R. Thompson made a strong plea for the accounting 
profession to make their presence felt in government circles regarding 
legislation affecting business, by guiding the law makers when dealing 
with regulations affecting trade and commerce. 

At the opening of the meeting the necessary but important 
routine affairs of an annual meeting were proceeded with. Hon. 
Treasurer R. Joubert read the financial report of the Chapter. R. W. 
Louthood for the nominating Committee, presented a slate of directors 
for the ensuing year, which was enthusiastically accepted by the 
meeting as follows: 

BOARD OF DIRECTORS: H. W. Blunt, C.A.; A. Broomer, 
A.C.A., C.A.; L. N. Buzzell, C.A.; P: E. Dufresne; B. A. Dugal; S. 
Farquharson, A.M.E.I.C.; R. Joubert, C.A.; G. I. MacKenzie; J. S. 
Miller; D. R. Patton, C.A.; L. Rhodes; E. Robitaille; R. Schurman, 
C.A.; T. I. Smythe; P. W. Wright. 

REPRESENTATIVES ON DOMINION BOARD: J. P. Rolland; 
L. Belanger, C.G.A., C.P.A.; Professor R. R. Thompson, M.C., V.D., 
nr C.A.; L. A. Peto; R. W. Louthood, A.C.I.S.; J. P. Masterson, 

The Directors then withdrew from the meeting while they ap- 
pointed their officers, who were reported after re-assembling as fol- 
lows: D. R. Patton, C.A., Chairman; Paul E. Dufresne, Vice-Chair- 
man; R. Joubert, C.A., Hon. Treasurer; R. Schurman, C.A., Secretary. 


HAMILTON 


Reported by R. Dawson, Secretary Treasurer 


March was a good month for the Hamilton Chapter for two 
very successful meetings were held in that month. The first found 
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Professor E. D. MacPhee of the York Knitting Mills who spoke on 
“Executive Control in Business”. A fair crowd was in attendance 
and they heard a most instructive talk from the Professor who evi- 
dently knows his stuff. That the members did not altogether agree 
with Professor MacPhee was evidenced by the rather lengthy but 
extremely instructive discussion at the close and the speaker will 
be welcomed back to Hamilton whenever he cares to come despite 
some rather hard boiled assertions during the course of his address. 

On the twenty second, Messrs. Dawson, Howey and Mouncey 
spoke on Uniformities and Variations in Methods of Standard Costs 
in Several Industries and despite the many counter attractions there 
was a good attendance. Our St. Catharines friends, headed by Tom 
Edmonson, were in attendance and there were several others from 
outside points. Each speaker outlined a Standard Cost System in 
vogue in a certain industry and then G. E. F. Smith, C.A. and M. I. 
Long, C.A. presented prepared criticism of the three addresses. Our 
genial friend Mr. Smith was unable to be present but sent along 
his criticism which was read by Chairman Keen. Needless to say 
the criticism was couched in rather weird terms and the reading of 
it had both the speakers and the audience in convulsions. Those 
who have not heard Mr. Smith criticise in his own inimitable manner 
have missed something. His reference to Mr. Mouncey’s typewriter, 
not typist, was a scream. Mr. Long followed in a more serious vein 
and pointed out the uniformities and variations in the three systems. 
He asked several pointed questions and then followed a discussion 
such as the Hamilton Chapter has not witnessed in a long time. 

For our closing meeting on April 12th we have secured the ser- 
vices of Mr. R. B. Little of the Canadian Bank of Commerce and 
he will speak on A Decade in Canadian Banking. This subject should 
prove a most delightful wind up to our season and we are hoping 
for a banner attendance. 

The officers who will guide the destinies of the Chapter for the 
next year are: Chairman, H. P. Wright. Vice Chairman, K. M. 
Horton. Secretary Treasurer, R. Dawson. Executive, S. E. LeBrocq, 
G. E. F. Smith, C.A., F. Moffatt, O. H. Menzel, A. J. Mouncey and 
C. W. Berquist. 





CENTRAL ONTARIO 
Reported by C. B. Taylor, Secretary Treasurer 


The annual meeting of Central Ontario Chapter was held on 
March 30th, 1933 at the Garrison Club, Guelph, at which most mem- 
bers located in the district were present. Mr. G. Earnshaw, Chairman, 
opened the meeting by the request that the secretary present his 
report for the past year together with the usual treasurer’s report 
setting forth the financial position of the Chapter. We were fortunate 
in having with us Mr. W. A. McKague, general secretary, and H. M. 
Hetherington of Toronto, as well as Mr. S. E. LeBrocq and Mr. G. E. F. 
Smith, two of Hamilton’s most active members. 

Mr. Earnshaw, in elaborating in the activities of the association 
during the past year, felt that we had lost ground, however, after 
considerable discussion it was decided that Central Ontario Chapter 
continue at least for anther year. 

The following members were elected directors for 1933:—G. 
Earnshaw, C. T. Black, E. J. Miller, E. Tailby, I.P.A., G. R. Good, 
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J. E. Osborne, C. B. Taylor. Mr. E. Tailby, I.P.A., Kitchener, was 
elected representative on the Dominion Board. 

The speaker for the evening was Mr. J. W. Spence of The Cana- 
dian Kodak Company, Toronto, whose subject “The Labour Problem 
in Industry” met with a great deal of interest. Mr. Spence outlined 
the activities of his company covering the past thirty years in respect 
to employee welfare, sick benefits, life insurance, wage dividends, etc. 
One of the important points in connection with Mr. Spence’s address 
was the fact that while his company is a large one that the same 
plan had been employed in smaller plants in Rochester, N.Y. which 
is the home of the Eastman Kodak Company. 

At the close of his address Mr. Spence was called upon to reply 
to numerous questions, the asking of which Central Ontario Chapter 
seems to have quite a reputation. One of the points of considerable 
debate was “Whether or not such a plan should be based on a part 
contribution by the employee or to be entirely non contributory.” 





VANCOUVER 
Reported by Maurice Willis, Secretary. 


“Development of Insurance” was the subject taken by our speak- 
er, Mr. Roy Shields of Bell & Mitchell Ltd., when the Chapter met on 
Tuesday, March 14th, in the board room of the Associated Dairies Ltd. 
Mr. Shields first took Marine Insurance and stated that this form of 
insurance was first in force in the days of Babylon when freight 
was taken in frail boats and more often than not the cargo had to be 
jettisoned to save the boat. 

It was in 1601 before this marine insurance first started in 
England when the first assembly of persons interested in marine 
transportation first met in a coffee house run by Edward Lloyd. In 
order to keep his customers posted with the news of shipping in all 
parts of the world, Edward Lloyd started what was known as the 
‘Lloyd’s News’, which gave all the news gleamed by ccrrespondence 
in foreign ports. This publication due to some item not pleasing to 
the British Parliament, was suspended and thirty years later was 
started as ‘Lloyd’s List’, which is still in publication. 

This exchange moved to Lombard Street then to the Royal Ex- 
change in 1774 where it is still situated at the present time. 

Examples of marine risks were given by the speaker. 

Fire Insurance was next broached by the speaker; this he stated 
was first started after the fire of London, when a man named Barber 
opened up an office in 1667, which was later called the Fire office when 
he formed a partnership in 1680 and later changed to the Phoenix 
Fire Office. 

In 1710 the Sun Office opened up and in 1720 the Royal Insurance. 

It was the custom in those days to fix a metal plate on the outside 
of every house insured showing the office which carried the insurance 
risk. This was done as these various companies had their own fire- 
men, and of course rival firemen would not help one another but try 
to be as much of a hindrance as possible. This fire fighting system 
was changed by degrees until in 1866 it was taken over by the Muni- 
cipality of London. 

But it was not until the beginning of this century that policies 
were standardized and the time will come when all the Provinces of 
Canada will be the same. 
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Mr. Shields stressed the point that the insurer must have an 
interest in the property insured. It is generally understood that in 
case of total loss the indemnity is generally computed value of prop- 
erty less depreciation, but the speaker gave us an example of how 
obsolescence could creep in. 

Insurance premiums are made by the people themselves, as in 
motor car insurance, poor drivers, who have lots of accidents bring 
up the cost of insurance and the careful drivers have to suffer, this 
disparity was being rectified by some of the provincial governments 
who are helping to keep the poor drivers off the roads. 

Casualty insurance was next taken by Mr. Shields, who stated 
that this covered fidelity, burglary, hail, etc., but the field was aug- 
mented as time went on, the latest being racket insurance which 
had been taken up in Chicago and other United States cities. Unem- 
ployment insurance would also be out very shortly, as the present 
times shows a need for such an insurance. 

The speaker was then asked a few questions regarding co-insur- 
ance, use and occupancy and non-board insurance. 

This meeting was a huge success and the thirty members and 
friends present took a keen interest in it. 

As this was our annual meeting the following members were elect- 
ed to the directorate for the year 1933-34:—Messrs. G. R. Baird, E. A. 
Cowley, R. C. Girling, W. Griffiths, C.A., J. Harvey, C.A., T. P. Hill, 
C.A., G. S. McGlashan, J. J. Plommer, C.A. and M. Willis. 

After the members’ meeting the directors elected the following 
officers for the next year:—Chairman, G. R. Baird; Vice-Chairman, 
G. S. McGlashan; Secretary-Treasurer, M. Willis. Committees, Audi- 
tors, J. Harvey, C.A. and W. Griffiths, C.A.; Programmes, J. Harvey, 
C.A. and E. A. Cowley; Educational and Publications, J. J. Plommer, 
C.A.; Social, R. C. Girling and G. S. McGlashan; Library, T. P. Hill, 
C.A.; Membership, W. Griffiths, C.A. and M. Willis. 

Our next meeting to be held on April 11th will take the form of 
a dinner and entertainment. 





TORONTO 
Reported by W. A. McKague, General Secretary 


Toronto Chapter’s meeting of March 20th was one of the finest 
this season. The attendance was fairly good, and the discussion 
lively. Chairman Lane had taken a great deal of pains in arranging 
for discussion of Sales and Distribution Expense. In fact it was a 
week’s program for a single evening and, as he pointed out, we could 
only deal with a few of the topics on this occasion. The rest could 
be brought up later. 

Mr. Mayhew, of Hinde & Dauche Paper Co., Ltd., first of all dis- 
appointed us by his absence. He was to speak on methods of packing 
and shipping. Perhaps we can hear from him at some other time. 

Mr. Spence, of Canadian Kodak Company, Ltd., took up the price 
question. This brought out some debate on the relative merits of 
a fixed resale price for the whole country, price zoning, discounts, ad- 
vertising allowances, etc. 

H. M. Hetherington, of Viceroy Manufacturing Co., Ltd., spoke 
on Sales Organization, dealing in detail with the setting of sales 
quotas. His remarks on this point were much appreciated by the 
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audience, and are being summarized elsewhere in Cost and Manage- 
ment. 

W. A. Roberston, of Lever Bros., Ltd., spoke on his company’s 
experience with premiums. Pugsley, Dingman & Co., Ltd., which is 
part of the Lever organization, are the makers of “Comfort Soap” 
which has been sold with premium privileges for a long period. The 
wrappers are exchangeable for premiums, a premium catalogue being 
issued every year or two. Among the interesting points brought out 
by Mr. Robertson were the following: There is at all times an out- 
standing liability for premiums on outstanding wrappers, which can 
not be exactly estimated. In times of depression, people collect wrap- 
pers more than ordinarily, and the demand for premiums increases. 
Issue of a new catalogue greatly increases demand for premiums for 
a time. Premiums must be such as to have a definite appeal, but 
should not be too bulky for storage and transportation. His com- 
pany has not considered it advisable to attempt to mark or number 
wrappers according to date of issue. From changes in the form or 
style of wrapper, however, it has learned that sometimes they are 
accumulated over several years before presentation. Estimating a 
normal consumption of laundry soap in a house as two bars a week, 
or 100 a year, the premium should be of such value that it could be 
secured in a limited time, such as a year, and where premiums of 
higher value are offered, the difference may be paid in cash. The 
wrapper was given a value of approximately five per cent of the soap. 

This was also the annual meeting of Toronto Chapter. Mr. Lane 
first called on S. H. Sorley, C.A., to present his treasurer’s report, 
which showed a substantial surplus for the year, being one of the 
best in the history of the Chapter. 

Election of directors and officers resulted in the following list 
for the ensuing year: 

Chairman: J. W. Spence, Canadian Kodak Company, Ltd.; vice- 
chairman, S. H. Sorley, C.A., Thorne, Mulholland, Howson & McPher- 
son; secretary, E. W. Carpenter, Consolidated Industries, Ltd.; treas- 
urer, R. F. Bruce Taylor, C.A., Edwards, Morgan & Co. Directors: 
G. Appleton, Toronto Hydro Electric System; R. S. M. Ausman, Gur- 
ney Foundry Co., Ltd.; F. E. Brooks, Canadian National Carbon Co., 
Ltd.; C. D. Dean, Imperial Oil, Ltd.; G. R. M. Dingle, Massey-Harris 
Co., Ltd.; W. A. Hill, Willard’s Chocolates, Ltd.; C. D. Landell, Can- 
ada Dry Ginger Ale, Ltd.; C. H. Pelling, C.A., Clarkson, Gordon, Dil- 
worth, Guilfoyle & Nash; C. P. Roberts, C.A., J. P. Langley & Co.; 
H. A. Shiach, F.C.A., Rutherford Williamson & Co.; E. E. Sparrow, 
Imperial Varnish & Color Co. Ltd. 

Representatives on Dominion Board: H. E. Guilfoyle, F.C.A., 
Clarkson, Gordon, Dilworth, Guilfoyle & Nash; G. H. Houston, Rolph- 
Clark-Stone, Ltd.; W. M. Lane, Lever Bros., Ltd.; E. D. MacPhee, York 
Knitting Mills, Ltd.; K. A. Mapp, F.C.A., Henry Barber, Mapp & 
Mapp; G. M. Mulholland, F.C.A., Thorne, Mulholland, Howson & Mc- 
Pherson; Jas. Turner, C.A., T. Eaton Co. Ltd. 

The annual dinner of the Chapter will be held on April 10th, 
arrangements having been made for R. H. Coats, head of the 
Dominion Bureau of Statistics, Ottawa, to speak on Statistics and 
Their Uses in Business. 





A builder who was speaking in public for the first time said: 
“T am unaccustomed to public speaking. My proper place is on the 
scaffold?” 
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E. D. MacPhee, of York Knitting Mills, Ltd., Toronto, a member 
of our Dominion board, has been elected a director of Zimmerknit 
Company, Ltd., of Hamilton, Ont. 





GOVERNMENT ACTIVITIES AND COSTS 








A committee of the House of Represeritatives, Washington, re- 
cently made a study of the range of governmental activities and their 
inroads on private enterprise. In an editorial on March 18th, the 
Saturday Evening Post calls attention to the information brought out 
by the committee’s report, and to its recommendations. Among the 
latter are some which make an instant appeal to the judgment of bus- 
iness men. “Among these undebateable proposals”, says the Satur- 
day Evening Post, “is the requirement that government agencies be 
required by Congress to set up and maintain a uniform system of 
accounting which shall contain the elements of cost finding which 
the best practice has sanctioned for public utilities and private in- 
dustrial and commercial enterprises. Without some such system 
which takes due account of invested capital and overhead, cost fig- 
ures are practically worthless. They are worse than worthless when 
they are compared with prices submitted by private industry which 
stands on its own feet and is in no position to make its costs appear 
to be lower than they actually are. Accurate cost keeping is the 
first aid to health in any business, great or small, public or private.” 





BOARD OF EXAMINERS APPOINTED 


In accordance with a resolution passed at the last meeting of 
the directors of our Society, the president has appointed the follow- 
ing as a board of examiners: L. Belanger, C.P.A., and Prof. R. R. 
Thompson, C.A., of Montreal, E. W. Carpenter and R. F. Bruce Taylor, 
C.A., of Toronto, and R. Dawson, of Hamilton. 

Arrangements are being made for the holding of examinations 
in May. Applications from candidates will still be received, but they 
should be sent in promptly, so that arrangements can be completed. 





“Thanks, very much,” said the vicar, as little Jackie handed up 
his offering for the harvest festival. “I must call around this after- 
noon and thank your mother for these eight beautiful apples.” 

“P-Please, sir,” stammered Jackie, “would you m-mind thanking 
her for t-twelve apples?” 
* * * 

Visitor: And how old are you, Bobbie? 

Bobbie: I’m just at the awkward age. 

Visitor: Really! And what do you call the awkward age? 

Bobbie (bitterly): I’m too old to cry an’ too young to swear. 

* ok * 

“Something must be done,” said the bride, as a cloud of smoke 

issued from the oven door. 
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REFERENCE LITERATURE 


RECEIVED IN MARCH 

Boot & Shoe Industry, Costing in. The Accountant, March 4. 

Grain Accounts. Canadian Chartered Accountant, March. 

Reserves & Fixed Charges. Canadian Chartered Accountant, 
March. 

Wood Pulp Industry, Accounting for. Journal of Accountancy, 
March. 

Oil Company, Accounts of an. Journal of Accountancy, March. 

Grain Trade Accounting in Canada. Journal of Accountancy, 
March. 

Department Store Expense, Planning, Budgeting, & Control. Am- 
erican Accountant, March. 

Interest Rates, Computation of Effective. American Accountant, 
March. 

Production Costs, Determination of. American Accountant, March. 

Reserves. Certified Public Accountant, March. 

Interest, The Rate of. Accountant’ Journal, March. 

Transport Costing, Municipal Passenger. The Cost Accountant, 
February. 

Management Factor in Industry. International Management In- 
stitute, February. 

Metal Goods Factory, Budgetary Methods in. International Man- 
agement Institute, February. 

Printing Industry, Engineering Principles Applied to. National 
Association of Cost Accountants, March 15. 

Asset Revaluation, Survey on. National Association of Cost Ac- 
countants, March 15. 

Branch Office Expense, Budgetary Control of. National Asso- 
ciation of Cost Accountants, March 1. 
- —— Prevention. National Association of Cost Accountants, 

arch 1. 





Judge O’Flaherty: “Haven’t you been before me before?” 
Prisoner: “No y’r honor. Oi niver saw but wan face that looked 
loike yours an’ that was a photograph of an Irish king.” 
Judge O’Flaherty: “Discharged! Call th’ nixt case.” 
ee «6 *# 


Florida Real Estate Agent: ‘This climate is so healthy no one 
ever dies; as a matter of fact we laid out a cemetery and had no one 
to bury in it, so we brought a corpse from another state in order to 
use it.” 

California Real Estate Agent: “That is a coincidence. We had 
just the same experience, but before burying the corpse, the coffin 
was opened and the air was so invigorating that he got up and walked 


away.” 
a * * * 
9999 


Little Girl: “Do fairy stories always start—’Once upon a time 
Mother: “Not always, dear; some start—‘I had to stay at the 
office!’ ” 


* * * * 


I wish I were a cassowary, 

On the banks of Timbuctoo, 

I would eat a missionary, 

Head and heels and Hymn-Buk too. 
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